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ABSTRACT
Casino Database Marketing and Market
Segmentation In Las Vegas
Hotel/Casinos
by
Anson Liu
Shannon Bybee J.D., Examination Committee C hair
Professor o f Hotel Adm inistration
University o f Nevada, Las Vegas
This research is an exploratory study based upon a casino player
database, which seeks to examine casino market segment behaviors and to
investigate

whether any

relationships

exist

between

dem ographics

and

profitability. It also seeks to establish whether the casino has effectively
implemented its complimentary policies and player ratings. The study could not
find

any statistically significant relationships

between dem ographics

and

profitability. However, notable patterns were found between these two variables.
It also found that the rating system for this casino was inefficient and the players’
theoretical win was overrated. A

relationship was found

between total

complimentary expenses and theoretical win, and the relationship was log linear
in nature.

Ill
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CHAPTER 1

INTRODUCTION: THE PROBLEM AND ITS SETTING
Problem Statement
The purpose of this study is to explore casino m arket segm ent behaviors
and market segment profitability in large Las Vegas hotel/casinos. An
investigation will be conducted to reveal the different m arket segments that a
large hotel/casino in Las Vegas records on its database. Each m arket segment's
demographic patterns w ill be identified and the gross profit m argin will be
calculated. It will attempt to find any relationships between player demographics
and the profitability o f the casino market segments. Any other notable trends
within the segments will be identified. Finally, the study w ill attem pt to find the
existence of any relationships between the various prom otional or complimentary
expenses and theoretical win. A model will be developed to explain this
relationship.

Statement o f Sub-Problems
1) The various market segments contained in the database w ill be identified and
defined.
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2) The average total marketing costs accrued by each segm ent w ill be identified
and each segment’s gross profit margin w ill be calculated.
3) Each market segment's player complimentary rate will be calculated. The
regions of origin of players and their age groups will be defined.
4) The demographics of each segment will be studied in order to find any
possible relationships between demographics and the profitability of each
market segment.
5) Differences between theoretical win and actual win will be analyzed.
6) A model w ill be produced showing a relationship between the various
promotional or complimentary expenses and theoretical win.
7) The manner in which the gross profit margin varies across the different
segments w ill be identified.
8) Any other notable trends that exist within each o f the m arket segments will be
identified.

Hypotheses
This study's hypotheses are that:
1) Actual win will vary across the different player age groups.
2) Actual win will vary across the different players' region o f origin in the United
States.
3) Actual win will vary across the player's dom estic/international status and
actual win.
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4) There will be a difference between theoretical win and actual win in the
database.
5) There will be a relationship between the total of the various
promotional/complimentary expenses and theoretical win.

Lim itations
The major limitation to the study is that hotel/casino databases are
guarded with extreme confidentiality and security, making it very difficult to even
obtain a database from a hotel/casino operation in Las Vegas. Therefore, it is
only with great cooperation and generosity that a large hotel/casino in Las Vegas
has offered access to its database for this study. Therefore the data that is
obtained is at the hotel/casino’s discretion, creating a lim it to the amount of data
and the nature of the data that can be obtained. The operation has granted
access to the population of the top six casino player segments in table games.
The casino has only provided selected data and the marketing expenses
Information given are only in relation to complimentary expenses and there is no
information on advertising expenses or direct marketing expenses. Slots players'
data was not included in the database. The confidentiality agreement with the
operation also prohibits disclosure of the name of the establishment along with
certain specific details of the player database. The time frame in which the
database covered was also limited to only six months.
There is no control over the specific parameters present in the database
and the manner in which market segments are defined by the hotel/casino. There
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is also no control over the accuracy of the data o f each database profile, the
marketing costs associated with database marketing or the casino's total revenue
report.
Delimitations
This study will not attempt to generate any extensive models to im prove or
rectify the methods and effectiveness o f casino player monitoring or the player
rating system. It will merely make a brief analysis to the problems and the ir
solutions. It will also be unable to compare information and results with other
hotel/casino databases. The focus o f this research is on casino market segm ent
behavior and profitability for the hotel/casino.

Assumptions
It will be assumed that the casino has accurately calculated the theoretical
and actual win figures of each player that is on the database. It will also assume
that the casino has correctly rated each player’s theoretical win into the correct
market segments in the database. Also, the study will assume that the
information in the database, along with the marketing costs associated with
database marketing and the casino's total revenue report are accurate.

The Importance of the Study
There is very little academic literature concerning the data in hotel/casino
databases and market segmentation in Las Vegas, mainly because of the
restrictions imposed on this data. As a result, there is a scarce amount o f
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literature concerning the existence o f any relationships between the
demographics and profitability and relationships between promotional expenses
and profitability, in a hotel/casino.
This study will be exploratory in nature. The exploratory research process
is often employed to gain greater knowledge in a particular area. Churchill (1995)
described exploratory research as a method fo r establishing priorities, in order to
guide future research towards a particular direction. “In general, exploratory
research is appropriate to any problem about which little is known. Because
knowledge is lacking when an inquiry has begun, exploratory research studies
are characterized by flexibility with respect to the methods used for gaining
insight and developing hypotheses” (Churchill, 1995, p. 149). This study will
reveal the m anner in which a large Las Vegas casino defines its player segments
and will disclose the types of information that is recorded in the casino database.
Through the analysis of this database, specific em pirical evidence can be
ascertained conceming any possible relationships that exist between certain
demographic characteristics and actual win. This thesis w ill also examine the
relationship between the various casino expenses (namely the player
complimentary expenses) and theoretical win. A model w ill be developed to
explain this relationship between these various casino expenses and theoretical
win. This study w ill also open up more avenues fo r further academic research on
database marketing and market segment behaviors and profitability in the
gaming industry.
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Definition of Ternis
Database marketing - This is a customer-based, inform ation-intensive, and long
term oriented marketing method. It incorporates the use o f computer information
technology to record the profiles o f current and prospective customers in order to
enhance the marketers' knowledge o f the certain individual characteristics of
customers Identify interrelated data and divide its custom ers into market
segments. This knowledge allows the marketer to com m unicate better with its
customers and appeal to their preferences and to enhance relationships between
the business and the customers.

Demographics - The statistical characteristics o f human populations such as age
or income, which is commonly used to identify different markets.

Market segmentation - The process of dividing the total m arket into several
relatively homogeneous groups with similar product or service interests, based
upon such factors as dem ographic or psychological characteristics, geographic
locations or perceived product benefits. In hotel/casinos the market is primarily
divided into these homogeneous groups based solely upon the casino's rating of
the players' theoretical win and the level of profitability that these players will
generate for the casino.

Relationship marketing - This is a type of marketing effort whereby the
management of positive business relationships can create new value for its
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customers, suppliers, employees and investors. In this study relationship
marketing primarily refers to the management of relationships between the
business entity and its customers.

Theoretical win - This is the casino's figure estimate o f US dollars that it expects
to win from each player. Players are rated according to this theoretical win.
Theoretical win = Average Bet x Hours Played x Decisions per Hour x House
Advantage (Kilby & Fox, 1998).

Player Segments - These are categorized by the level of the players' theoretical
win figures and are ranked hierarchically from 1-12, where 1 is the player
segment with the highest theoretical win figures and 12 is the player segment
with the lowest theoretical figures. Only the top 6 player segments were provided
by the casino. Specifically the casino player segments in the database used for
this study are defined in the following table (Table 1):
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Table 1
Definition of Casino Player Segments

Player Segment

Daily Theoretical Win

Credit Line

1

$40,000 +

$200,000

2

$20,000 - $39,999

$100,000 -$199,999

3

$10,000-$19,999

$50,000 - $99,999

4

$5,000 - $9,999

$25,000 - $49,999

5

$3,000 - $4,999

$ 1 5 ,0 0 0 -$ 2 4 ,9 9 9

6

$2,000 - $2,999

$10,000-$14,999

Age Groups - In order to make meaningful analysis possible, the players’ ages
were examined and sorted into five categories for this study. The age groups are
defined according to the Las Vegas Convention and V isitor’s Authority's Las
Vegas Visitor Profile Study 1999. These age groups are: 21 - 29, 30-39, 40-49,
50-59, 60+

US Region of Origin - In order to make meaningful analysis possible, the players'
places of origin were grouped into five different US regions. The regions are
defined according to the Las Vegas Convention and Visitors Authority's Las
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Vegas Visitor Profile Study 1999. These regional groups are defined in the
following table (Table 2):

Table 2
US Regions o f Origin

Region

W estern States

States That Are Included in This Region

Alaska,

Arizona,

Montana,

California,

Nevada,

New

Colorado,

Hawaii,

Mexico,

Oregon,

Idaho,
Utah,

Washington, Wyoming
Midwestern
States

Illinois,

Indiana,

Iowa,

Kansas,

Michigan,

Minnesota,

Missouri, Nebraska, North Dakota, Ohio, South Dakota,
Wisconsin

Southern States

Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana,
Mississippi, North Carolina, Oklahoma, South Carolina,
Tennessee, Texas, Virginia, W est Virginia

Eastern States

Connecticut,

Delaware,

District

of

Columbia,

Maine,

Maryland, Massachusetts, New Hampshire, New Jersey,
New York, Pennsylvania, Rhode Island, Verm ont

Domestic or Intemational Players - In order to analyze the player demographics
in more detail, the players’ place of origin is further divided into domestic and
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intemational groups. Domestic players are classified as those players from the
United States. Players from out of the United States are classified as
international players.

Room complimentary - This is the expense that is incurred by the casino for
providing its players with free rooms and associated services, during their stay.

Food Complimentary - This is the expense that is incurred by the casino for
providing its players with free food at its various food outlets, during their stay.

Beverage Complimentary - This is the expense that is incurred by the casino for
providing its players with free drinks and associated beverages, during their stay.

Limousine Complimentary - This is the expense that is incurred by the casino for
providing its players with free limousine rides during their stay.

Other Complimentary - This is the expense that is incurred by the casino for
providing its players with free entertainment, airplane tickets, show tickets and
other miscellaneous items during their stay.

Paidout - This is the expense that is incurred by the casino in order to
compensate a player that loses a large amount of money in the casino and it is
an encouragement for the player to patronize the casino again in the future.
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Actual Win - This is the casino’s estimate of winnings from each player during
their stay.

Gross Profit Margin - This is a figure that indicates the casino’s profitability. It is
calculated by dividing actual profits by the player’s win/loss and then multiplied
by 100 to obtain a percentage figure.

Organization of This Study
The results o f this research w ill be reported as follows:
•

Chapter 1 (this chapter) presents the problem statem ent, a list of sub
problems, the research hypotheses for this study and the limitations and
delimitations of this thesis. It will also justify the im portance of this study and
present a detailed list o f all the necessary definitions o f terms and variables
that have been used in this study.

•

Chapter 2 is a review o f prior literature and research on market segmentation,
relationship marketing and database marketing in relation to profitability and
the hypotheses o f the study.

•

Chapter 3 describes the research and analysis m ethodology employed in this
study.
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•

Chapter 4 contains the results of the study as well as the statistical analysis o f
the data collected for this study. Tests are conducted on the hypotheses that
were stated earlier in this chapter.

•

Chapter 5 discusses the im plications o f this research for the gaming industry
and for future research on casino player segment behaviors and profitability
studies.
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CHAPTER 2

LITERATURE REVIEW
Introduction
The proliferation o f casinos in the United States has led to intense
competition in the hotel/casino industry, especially in Las Vegas, the gaming
capital o f the world. Traditional casino marketing is outdated and selling the
product and service to the undifferentiated mass market (“one product for a ll”) is
no longer profitable (Webber, 1998). The years when casino marketing sim ply
Involved selling a set of novel concepts and products to the overall population of
customers has been made redundant by the evolving consumer behaviors o f the
customers. People now have higher levels of expectations and demands than
ever before as a result of the increasing standards of living in the United States
(Newell, 1997). A sharp increase in competition in all industries in the United
States economy brought on by the rapid economic growth is also responsible for
increasing the consumer’s expectations and market sensitivity. Marketing in this
industry, like other industries such as retail and manufacturing, has had to evolve
to meet these new customer demands. Consumer patterns have evolved in the
90 s into a more value-conscious society. With so many choices available from
intense competition, the consumer is driven to be more selective based upon

13
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their perceptions of value. According to Newell, “Today, the basic Am erican value
system is re-emerging. While optimistic, it is conservative, with a strong belief in
hard work, saving for the future, and that old Yankee trait of getting full value for
the money

in the 90 s consumers are taking a second look and saying ‘what is

that product really worth?’" (Newell, 1997, p.20). The traditional concentration on
price and targeting the most potential customers has been replaced by a more
focussed approach that is based on the customers via relationship marketing and
market segmentation (Peck, Payne, Christopher & Clark, 1999). Casino
marketing is now more focussed upon creating value for the casino players
through promotions, such as providing customers with complimentary rooms and
complimentary food and beverage. For the more important players, the casino
even pays for airfares, limousine rides, and entertainment costs and provides
personal butlers to serve the players’ every needs during their stay. This new
form of casino marketing is aimed at creating value for the more value conscious
consumer of the 90 s. It is also aimed at creating customer loyalty and generating
a service experience that makes a lasting impression upon the customers and
brings them back to the casino again (Yesawich, 1991).
However, the casino can justify spending certain levels for promotional
expenses only when the player spends a lot of time and risks a large sum of
money on the casino floor. Kilby and Fox (1998) supports this notion. They argue
that casino profit is derived from revenues and expenses and if a casino is to
maximize its return on complimentary items issued, management m ust be able to
calculate the player’s theoretical value to the casino. This theoretical value of the
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player to the casino is called theoretical win. In order to m onitor the players’
value, players are segmented in order fo r the casino to identify which players
have higher value to the establishm ent than others. The casino then decides
what promotional expenses are justified for which o f the market segments and
assesses the profitability o f the different segments.
It can be seen that this m arket segmentation and relationship marketing
process is information intensive and requires the casino to have access to the
personal profiles of each of the players. The implementation o f these new
strategies and the need for extensive profiling and company knowledge of its
customers has led to the emergence o f the use o f information technology in the
process- database marketing (Gordon, 1998).
This chapter deals with the concepts o f relationship marketing, market
segmentation and database marketing in relation to profitability. It w ill discuss the
role of these three marketing processes in ensuring profitability in Las Vegas
hotel/casinos. The unique dynamics o f the casino market will be revealed and the
problem s and issues in hotel/casino m arket segmentation will be analyzed. This
chapter will also provide a theoretical foundation to the establishment o f the
hypotheses that is created for this study.

Relationship Marketing
W ebber (1998) indicated that marketers have now adopted strategies of
selective marketing, which seek to build relationships with individual market
segments. Their results have surpassed the profits o f their mass-marketing
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competitors, who are still spending millions o f dollars attem pting to target vast
numbers o f very different individuals all in one hit. Stem and Barton (1997)
suggested that in order to gain a com petitive edge and sustain custom er loyalty,
marketers must move into the age o f building customer relationships that add
value to their brands. Today, many companies are overly brand or product
focussed and the emphasis on customers and their satisfaction in their products
and services has been forgotten. According to Worcester, “the problem that
many hotels face is that they are product driven and not m arket drive....the hotel
is usually conceptualized around a theme o f product idea, copied from a
successful establishment in another city” (Worcester, 1998 p.2). The traditional
marketing approaches can no longer survive in this new era o f consumers and
the classic “4 P's” marketing has had to evolve into a new type of m arketing that
is more befitting to these consumers. According to Peck, Payne, Christopher and
Clark (1999), the “4 P's” marketing method was based upon a m echanistic and
alm ost manipulative approach to customers. The method im plies that a
successful sale would result if the right “marketing mix” was deployed. They
indicated that perhaps this marketing method was appropriate during the past but
is now redundant and obsolete for this modem age of marketing where many
markets are mature, with customers that have higher levels o f awareness and
sophistication. W hilst the elements o f product, price, promotion and place are still
crucial in the marketing equation, they need to be augmented by elements that
enable customer and consumer value to be enhanced.
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Berry (1995) defines relationship marketing as attracting, m aintaining and
in multi-service organizations, enhancing customer relationship. Gordon (1998)
defines relationship marketing as,” the ongoing process of identifying and
creating new value with its individual customers and then sharing the benefits
from this over a lifetime of association” (Gordon, 1988, p.9). Relationship
marketing is conceptually different to traditional marketing in many ways.
Traditional marketing principles focus on the process of identifying and satisfying
customers’ needs in a competitively superior manner in order to achieve the
organization's objectives. Relationship marketing on the other hand, seeks to
create new value for customers and then share the value so created between
producer and consumer (Gordon, 1998). It recognizes the key role individual
customers have not only as purchasers, but also in defining the value they
desire. Previously, companies would be expected to identify and provide this
value in what the company would consider a “product.” With relationship
marketing, the customer helps the company provide the benefit bundle that the
customer values. Value is thus created with customers and not fo r the company.
Relationship marketing involves continuous cooperative effort between the buyer
and seller and as such, it operates in real time. It recognizes the value of
customers over their purchasing lifetimes, rather than as individual customers or
organizations that must be resold on each purchasing occasion. In recognizing
lifetime value, relationship marketing seeks to bond progressively more tightly
with customers. It also requires the company to design and align its business
processes, communications, technology and people in support of the value
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individual customers want, as a consequence o f its business strategy and
customer focus (Gordon, 1998).
Peck, Payne, Christopher and Clark (1999) proposed that there are three
particular elements that can have a powerful im pact upon custom er and
consumer value: people, processes and personalized service. People refers to
the employees o f a company. Over the last decade, there has been an
increasing amount o f attention paid to attracting, training and motivating
employees who reflect the values o f the company. This is because there has
been recognition that “people are the brand.” Processes are essentially the
manner in which business is conducted between the company and the customers
and is critical since this is where the consumer value is created and determined
for the customer. Finally personalized service is the point of contact between the
company representatives or employees and the custom er. This is where the
company can gain a competitive advantage in the marketplace, by making the
customer service experience tangible and creating value for the customer.
Relationship marketing creates customer loyalty (Cravens, 1995). This
loyalty from relationship marketing results in much more profitable gains than
relying on attracting new customers. Peck, Payne, Christopher and Clark (1999)
supports this link, “The relationship marketing philosophy that is now emerging is
grounded on the tenet that as long as customers and consumers continue to
perceive that they are receiving superior value from a specific source o f supply,
then they will remain loyal” (Peck, Payne, Christopher and Clark, 1999, p.408).
Reichheld and Sasser (1990) have showed that profits rise steeply when there is
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a lower custom er defection rate, in a variety o f service industries. They found that
firms could increase profits from 25% to 85% by reducing custom er defections by
just 5%. This indicates that loyal customers generate more revenue for more
years and cost less to maintain than the acquisition o f new customers. Newell
(1997) found that a 1% increase in best customers equaled a 20% profit
improvement fo r a m ultibillion dollar business. Furthermore, he found that 63% o f
the customers that a company loses is a result of the custom er being ignored
and suggests that this loss could have been avoided with the implementation o f
relationship m arketing. Sharma and Patterson (1999) support these discoveries
and they found that effective communication plays a crucial role in functional and
technical quality, trust and relationship commitment. Bowen and Shoemaker
(1998) support these important results that are derived from relationship
marketing. According to them, the benefits o f relationship marketing come from
the continuing patronage of loyal customers who display decreased price
sensitivity over tim e, a concomitant reduction o f m arketing costs and partnership
actions on the part o f the consumers. The reduction in marketing costs is a result
of the fact that it takes fewer marketing dollars to m aintain a custom er than to
create a new one and that loyal customers help create new customers through
positive recommendations to others. Loyal customers are less likely to switch to
a competitor solely because of price and they w ill make more purchases than
comparable non-loyal customers will.
Positive relationships with customers are essential for their repeated
patronage to a company. According to Klein, " Brand loyalty is indeed situational.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

20
It has to be earned everyday, from check-in to the casino floors, to rooms, food
and beverage to entertainment. It involves everyone on property who has patron
contact. The catch of a logo alone won’t cut it anymore. The loyalty to what the
patron perceived the brand stands for, not the brand” (Klein, 1999, p.29). Romero
states, “Customers do not love casinos; they love people” (Romero, 1994, p. 15).
Bejou and Palmer (1998) supports the importance of service in business
relationships and found that service failure is a major factor that leads to the
deterioration o f relationships between a company and its customers. They also
found that companies that have stronger relationships with their customers are
m ore resistant to a breakdown in these relationships when there are occasional
service failures. Crosby, Evans and Cowles (1990) tested the influence of
relationships on customer retention. They found that future sales depended
m ainly on the quality of the relationship. However, the social bonding or
relationship normally cannot overcome a noncompetitive core product. In
addition, they also found that the social relationship may prompt customers to be
more tolerant o f a service failure and give the company an opportunity to
respond. This is also supported by the findings of Gengler and Leszczyc (1997)
who found a correlation between customer satisfaction, relationship marketing,
and the likelihood of repeat business. Kotler, Bowen and Makens (1999)
summarizes all the benefits o f delivering quality service in the hospitality industry.
Q uality service promotes customer retention, it allows the business to avoid price
com petition, it promotes the retention of good employees and causes a reduction
in marketing costs.
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According to Kilby and Fox (1998) one of the most effective tools for
marketing casinos and promoting relationships between the casino and the
player is the complimentary system. This is where a casino provides the players
with free amenities, items and services according to their level of patronage or
gaming activity. The amount of com plim entary items that players receive are
determined purely on the theoretical win figure- the casino's judgem ent o f
players’ value to the establishment. This is to ensure that the casino can
encourage continued customer patronage and loyalty while still assuring an
acceptable level of casino profit. Complementary items can be a very vital tool for
relationship marketing. This system incorporates the three factors that was
suggested by Peck, Payne, Christopher and Clark (1999) which leads to
successful business relationships; people, processes and personalized service.
The issuing o f complimentary services and items increases the guests exposure
to the hotel/casino’s various peripheral outlets such as food and beverage,
limousine, and free show tickets and hence more exposure to people. The
system itself promotes interactions and exposes more of the hotel/casino’s staff,
services and amenities for free to the guests in order to encourage more casino
play. Finally, when used inventively, the system can provide guests with a high
level of personalized services, such as providing a full-tim e butler, all the room
amenities that the guest prefers, special event tickets, world title boxing match
tickets, basically anything that is available in Las Vegas. However, it should be
noted that the key to a successful com plimentary program is quality service
delivery to the player throughout his or her stay. It is pointless to increase
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exposure of the casino’s staff and services to the player fo r free when service
quality is poor. It can be seen that clearly the use o f com plimentary policies is an
effective value binding method for the development o f stronger customer bonding
and satisfaction by offering players with incentives in the form o f both tangible
and intangible benefits (Berry & Parasuraman, 1991).
Given the importance o f the complimentary system to casino player
relationship marketing and player loyalty, it is in the casino’s interest that the
players have been rated correctly and that they are grouped into the appropriate
market segments, according to their theoretical win figures. Incorrect
segmentation will lead to either an excessive or insufficient level of
com plimentary items given to the players, depending on whether they have been
overrated or underrated in their theoretical win. The method that can be used to
identify the accuracy of player segmentation is the analysis of the relationships
between the level of com plimentary items that are issued to players and the
theoretical win figures for the players in the casino. The identification of such
relationships will ensure tha t the marketer can adjust the level of complimentary
items issued to maximize the casino’s profitability. It w ill be one of the goals o f
this study to develop a model that explains this relationship between the different
complimentary items and theoretical win.
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Market Segmentation
Market segmentation is a vital part o f relationship marketing because it
provides the fundamental framework necessary for effective marketing efforts
(Gordon, 1998). Modern companies have learnt from experience that marketing
must become increasingly pluralistic and decidedly less monolithic if they are to
build strong and loyal customer bases. In order for companies to establish
rapport with their customers through relationship marketing, they need to know
exactly who these customers are and the ir specific characteristics. W ebber
(1998) explained that it is of critical importance that companies gain a clear
understanding o f the forces at work in the market before determining w here their
product or service can be most successfully positioned to meet the needs o f their
targeted consumers. As a result, it is useful to divide customers into different
market segments in order to individualize the customer base and increase the
company’s proficiency in identifying its different customers and their
characteristics and preferences (Brown, 1999).
Kamakura and Wedel (1998) defined market segmentation as involving
the viewing of a heterogeneous market as a number of smaller homogeneous
markets, in response to differing preferences, attributable to the desires of
consumers for more precise satisfaction of their varying wants (Kamakura and
Wedel, 1998, p.3). It involves aggregation o f customers with similar, but not
identical geographic, demographic or psychographic characteristics into
segments to ensure that customers would benefit by receiving more appropriate
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good and services and personalization than had they been in a single mass
market.
The form ulation o f these market segments is a problem atic issue because
they are very much based on subjective observations and analysis conducted by
the company. Kamakura and Wedel (1998) explained that the developm ent of
segmented marketing strategies depends greatly on the current market structure
as perceived by the company's executives. The perception of market structure is
formed on the basis o f segmentation research. These market segments need not
be physical entities that naturally occur in the marketplace, but are defined by
researchers and managers to improve their ability to best serve their custom ers.
In essence, market segmentation is a theoretical marketing concept involving
artificial groupings o f customers constructed to help m anagers to design and
implement their strategies. Therefore, the identification o f market segments and
their elements is highly dependent on the variables and the methods that are
used to define them. The selection of appropriate segm entation variables and
methods is crucial with respect to the number and type o f segments that are
identified in segmentation research, as well as to their usefulness to the
company. The choice of a segmentation base is directly dependent upon the
purpose o f the study and the customer market in question. Hence, the
segmentation method will need to be chosen on the basis of the specific
purposes o f the segmentation study and the properties o f the segmentation
bases selected.
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There are a number o f different methods or criteria by which marketers
can segment their targeted customers. According to G unter and Furnham (1992),
these methods o f classification can be broadly divided into two categories:
Physical Attribute Classification and Behavioral Attribute Classification. Physical
Attribute Classification includes: 1) Geographic segm entation and 2)
Demographic segmentation. Behavioral Attribute Classification includes: 1)
Product use and benefit segm entation and 2) Psychological segmentation.

Geographic Segmentation
This approach divides the market into different geographical units such as
regions, counties, states, cities, neighborhoods and countries. Enormous
differences in cultural values and perceptions in preferences and utility can exist
between different countries or territories that can have a great impact upon
purchasing behavior. However, with the increasing m obility in the transportation
revolution and universal telecom m unications, the usefulness of distinct
geographically based market segments is diminishing.

Demographic Segmentation
Demographics are the statistical characteristics o f human populations
such as age or income that is commonly used to identify different markets.
Dividing consumer groups according to dem ographic variables is the most
common approach to market segm entation. These variables include age, sex,
income, occupation, education, household size and stage in the family life cycle.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

26
Demographic variables are the most widely used in market segmentation
because they are easy to identify and are associated with the sale of many
products and services. Also a vast amount o f dem ographic data can be made
available for the marketer.
Demographic variables such as age, sex, m arital status and income can
provide substantial information concerning consum er behavior. Marketers have
recognized age for a long time, as an im portant factor underlying many
purchasing decisions. According to Gunter and Fumham (1992), age defines the
life stage people have reached. This can be defined by a group of demographic
factors and other factors, which together can produce a comprehensive profile o f
the consumer and the particular commodities that the consumer prefers. M arital
status and income combined with age can also enable marketers to predict
certain groups' propensity towards specific products and their expenditure
patterns. For example, young working singles have relatively few financial
burdens and tend to be the purchasers o f new fashion items and are recreationoriented, with a propensity towards spending on cars, holidays and
entertainment. In contrast, young married people tend to be heavy purchasers of
baby products, homes, house commodities and appliances. Profiles that are
created based on these variables are often derived from historical data.
An important factor to consider in using dem ographic variables is that
changes in culture, values and perceptions over tim e will make significant
changes to profiles o f these demographic groups. Michman (1991) lists a variety
of changing trends in modern society that affects dem ographic profiles. The
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examples that he gave are: people are marrying later and having fewer children,
more people are getting divorced, more women have entered into work force and
not staying at home, more men are doing grocery shopping and other domestic
chores, vast improvements in technology in all areas, increased consumerism
and so forth. Webber (1998) stated that once a marketer has established a line o f
communication with the target markets, he/she should maintain constant contact
with them because conditions within segments change continually and the
selective marketing efforts have to reflect those changes in order to remain
effective.

Product Use and Benefit Segmentation
The product use classification examines the consumers' purchasing
patterns and is often divided into different categories of purchase frequency.
Benefit segmentation focus on product usage rates in conjunction with the
benefits or utility that the product provides the consumer. Benefit segments
presents profiles that explain why consumers purchase the products and
presents the relationships between motivations and purchasing patterns in
specific situations. Although this method presents in depth analysis into
consum er behaviors, the major shortcoming is that it is very costly for a company
to accurately formulate these profiles because many concepts in benefits
segmentation are rather abstract.
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Psychological Segmentation
This classification examines consumers’ personality, motivation and
lifestyle profiles. This brand of segmentation can describe consumer behavior in
tremendous depth but many of the variables are intangible and are problematic
to define and to em pirically verify. Like demographic analysis, the marketer m ust
be constantly aware that changes in society over tim e has a causal effect on
changes in personality, attitudes, motivation and lifestyle pattems.

Casino Market Segmentation
The casino industry is very different to the traditional non-gaming hotel
industry in the sense that the players in the casinos who gamble the highest
amounts take highest priority over all the other guests. A ll the other amenities in
a hotel/casino such as rooms, food and beverage, convention space and
entertainment are all provided in order to attract visitors to gamble in the casino
and are hence considered “peripheral " amenities. The casino player markets are
segmented purely according to product use segm entation, namely the amount of
money that a player gambles or the value of the player to the casino; they are
segmented according to their theoretical win (Kilby and Fox 1998). The casino
that provided the database for this study has its rated players divided into twelve
casino player segments, which is typical for large Las Vegas hotel/casinos (over
2000 rooms). Each segm ent has a designated theoretical win range to
appropriately classify the players that belong to each segment. The hotel/casino
provided this study with the top six market segments fo r table games players and
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the m anner in which they are defined can be found in Chapter 1. Given the
im portance of this theoretical win segmentation to profitability it is important to
m onitor whether players have been rated and segm ented correctly and
accurately to ensure that the casino gains the highest return on investment
possible from the players. The method in which to verify this is to compare
theoretical win figures to actual win figures and to observe whether players have
been under-rated or over-rated in their theoretical win figures. This exploratory
study w ill attempt to find any differences between theoretical win and actual win
and to determine whether players in this particular hotel/casino has been under
rated or over-rated.
Even though the other methods of segm entation are not used in casinos,
identification of different pattem s within the population o f the database can be
helpful to establish any relationships between certain population characteristics
and profitability. The casino w ill use these methods to supplem ent the primary
method of using theoretical win. Examples would be Las Vegas casinos targeting
the Chinese players every Chinese New Year and th e ir different marketing
approaches towards table games players versus slot players. This is useful
because casinos can concentrate their marketing efforts on players that exhibit
statistically favorable characteristics for profitability and devise a marketing mix
accordingly. The other methods are not used to segm ent the players because
given the casino’s objective o f determining the value o f each player to the
company, it is much more effective for the marketers to m onitor their casino
game play.
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Venkatesh (1995) identifies consumerism as a cultural phenomenon. He
defined culture as that which defines a human community, its individuals, and
social organizations, along with its economic and political systems. He explains
that individuals are products of their surrounding cultural and social environments
and therefore concludes that their consumer behavior is conditioned by their
sociocultural environment. Different cultures may exhibit a different set of
preferences or propensities towards consumerism o f different types o f good and
services. The different regions within the United States may also exhibit their own
unique set of needs and preferences. Kotler, Bowen and Makens (1999) gives
exam ples of differing consumer preferences across the various geographical
regions of the United States in the hospitality industry. Such exam ples include
M cDonald’s introducing the Texas burger in Texas, Maxwell House coffee being
flavored according to different regionally preferred tastes and Hyatt Hotels’ total
m odification of their menus to reflect regional food preferences o f their patrons. It
is thus useful to establish whether there are patterns of consumerism or more
specifically, gambling for people from different regions of the United States and
from international origins. This study will explore whether there are any
relationships between the different United States regions of origin and actual win
and between the players’ domestic or international regions of origin and actual
win.
Age can be another useful indicator o f consumer behaviors and spending
patterns. According to Blackwell (1997), while age no longer defines individual’s
lifestyles given the ever changing behaviors of modem society, it nonetheless
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provides some guidelines about consumer wants, needs, consum ption pattem s
and expectations. He explains that the differences in consumption behaviors
between older consumers and younger consumers are more than ju s t differences
in attitudes. They are also base upon different physical and em otional needs and
different lifestyles and financial status in society. Blackwell divides the age
categories o f the population into four very broad categories: teens, young adults,
baby boomers and the young-again market. The age range fo r each category are
as follows: teens- 13 to 19 years old, young adults- 25 to 34 years old, baby
boomers- 33 to 50 and the young-again market- 55 to 70 plus years old. He
provides evidence that each group displays a different set o f consum er
behaviors.
According to him, teens' direct spending is often directed towards bigticket items such as vehicles, television sets, VCR’s, computers and musicrelated products. They are also drawn to products that are in trend or “cool” such
as Nike apparel, Oakley, Pepsi, DKNY, Versace and Calvin Kline. Teens obtain
their income from both working and money from their parents. Since teens have
much discretionary income but relatively little shopping experience, advertising is
more important to reach this age segment than other groups.
People in the young adults age category are typically in the stage of their
lives where they begin to form fam ilies and raising children and often buy their
first cars and first home. They are heavy purchasers of household furnishing and
furniture and baby products. They also borrow vast amounts in order to finance
microwaves, VCR’s home entertainm ent units, electronics and sports and fitness
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products. Given the vast array of activities that occur within this age group it is
therefore the m ost difficult to generalize out o f all the age groups.
Baby boomers are the darlings fo r marketers today because they are often
at the peak of their careers and at their highest income generating abilities. Baby
boomers are the most affluent amongst all the age groups and since they often
have no more mortgage payments to pay and their children are independent,
they have the highest level of discretionary income. These people know exactly
what they want when they purchase- quality products that are refined and
aesthetically pleasing, personally satisfying and classy. They are experiencing
the desire to stay younger and healthier than their age permits them to be and
they often purchase products to enhance this desire. Land Rovers, Jeep
Cherokees and GMC Yukons allow them to haul large amounts of belongings to
keep them in touch with the outdoors while the expensive sports cars such as
Porsche, BMW and Jaguar gives them a classy image that is still youthful.
Blackwell names the next market the young-again market because o f their
unwillingness to give up their youthful attitudes despite their accumulated
chronological age. Like the baby boomers, older fam ilies have a high levels o f
discretionary income but the difference is in their willingness to spend. They are
more concerned about getting their value for money and they are focussed more
on how much they save rather than now much they spend.
It can be seen the Blackwell has provided much evidence that consum er
behavior differs across the various age groups. It is thus one of the goals o f this
study to investigate whether this difference in consum er behavior applies in the
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realm of casino gambling. Thus, it will attem pt to find any relationships between
the different player age groups and actual win.

Database Marketing
In order to implement relationship marketing effectively, a detailed
analysis of a company's custom er base is required to enable optimal allocation o f
people into each of the designated market segment. Customers' geographic,
demographic and psychographic details need to be thoroughly profiled, recorded
and updated to allow the company determine exactly who their customers are
and which designated market segments they belong to. This can be achieved
through the use of a modem database system, an essential ingredient for any
extensive relationship marketing strategy (Stem & Barton, 1997).
In the modem era, consumers are more demanding than ever and
companies that do not have intricate knowledge o f their customers will be left
behind its competitors. In this age o f information technology a database is
essential to drive business growth (Shaw, 1991). According to Jackson and
Wang (1994), business growth can be achieved through three avenues; 1) Keep
the current customers and get them to increase their expenditure on your
products 2) Take customers away from competitors and 3) Generate first-tim e
category buyers. They stated that database marketing has surfaced as the most
efficient and effective method o f reaching target markets with messages that will
accomplish the three strategic business objectives. Capturing basic, relevant
information about customers and potential customers provides the ability to
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identify them, communicate with them, and capture sales, while providing
measurable results o f marketing effectiveness. The authors identify the strategic
role of database marketing as identifying target audiences and facilitating a
continuing relationship, through product sales, between those audiences and the
marketer.
An important consideration o f database marketing is that the database is
only as powerful as the data that it contains (Green, 1997). Blattberg, Glazer and
Little (1994) support this importance in data management. According to them,
“As is increasingly becoming apparent, the quantity o f raw data has begun to
ovenwhelm users- both because o f the sheer volume as well as the speed o f
capture. Once the data have been collected and transm itted, the next stage in
the information value chain is data management. W ithout a mechanism to
manage the data, it w ill be useless. Therefore, processing the data into a form
that will allow it to be maintained and, more importantly, easily accessed by users
is a critical step to turning data into meaningful inform ation” (Blattberg, Glazer &
Little, 1994, p.4). Therefore, if the database is to be integrated into the
foundations of the company's marketing strategy, a great deal o f care is essential
during the data entry process to ensure the accuracy o f the information entered.
Also the information should be constantly updated to ensure that customers are
located in the correct market segments. According to Caruso, “When it comes to
relationship marketing, you don't want a relationship with every customer. In fact,
there are some bad customers. A company should develop customer
relationships selectively: Figure out which customers are worth cultivating

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

35
because you can meet the ir needs more effectively than anyone else” (Caruso,
1992, p.21). The database can be the ultimate m arketing tool with an optimal
level o f accurate inform ation but a burden on prom otional expenses if the
information is redundant. For the hotel/casino this m eans that direct marketing
pieces will be sent to outdated addresses or, excessive levels o f complimentary
perks will be issued to players who either do not exhibit the expected levels of
return on investment. They w ill be also be sent ineffective marketing messages
that do not appeal to them, wasting high levels o f m arketing expenses. Dormant
customers will remain in active categories, taking up space in the essential areas
o f the database thus inhibiting the casino operation from reaching its potential
level o f revenue. It can be seen that inaccurate m arket segm entation in a
database can hinder the operation's profitability.
This study is centrally focussed on database m arketing in the sense that
the information that is gathered is from an actual hotel/casino's player database
in Las Vegas. It is exploratory in nature and aims to find relationships between
the various elements contained in the database and profitability. It combines the
exam ination of relationship marketing, market segm entation and database
m arketing in relation to profitability. The results o f this study will provide a model
and a foundation for future investigations in the study casino databases and
profitability in the industry.
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CHAPTER 3

METHODOLOGY
The primary purpose of this study was to obtain a casino player database
from a large hotel/casino in Las Vegas (more than 2000 rooms) in order to
explore player segmentation behaviors and casino profitability. It has sought to
answer the question of whether there are relationships between demographics
and profitability and how this profitability varies among the different player
segments. Furthermore the study seeks to examine if the casino has effectively
and correctly segmented its customers and whether it has been spending the
appropriate level of complimentary expenses for the players.
The purpose of this chapter is to discuss how the study was conducted,
the procedures used to gather and organize the data, and the methods that were
used to analyze this data.

Data Collection
Data collection for this study was probably the most complicated task
given the secrecy with which Las Vegas casinos guard their player databases.
Letters were written to the various executive management staff of all the large
Las Vegas hotel/casinos on the Strip, describing the significance of the study and
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requesting permission to have access to their databases in order to conduct the
research. Phone calls and personal interviews were conducted within four weeks
of sending the letters. This is performed in order to convince the executive
management from each o f the hotel/casinos that there would be no breach of
confidentiality and that there would be a great value of this study to the casino’s
marketing and finance departments. Because of this strict confidentiality, copied
of the correspondence with the hotel/casinos were not included in this paper. The
study w ill also be a valuable addition to the limited collection of casino academic
literature.
Specific information was requested from the player databases, including
each player’s date of birth, city o f origin, number of days stayed, complimentary
expenses, theoretical win and actual win. Access to a player database was
generously provided by one of the large hotel/casinos on the Strip and the data
was personally printed out and supervised by one of the casino staff to ensure
security.

Data Analysis
A statistical software package, SPSS for Windows 9.0 was used for data
input and analysis. The entire population of the player database that was
provided by the hotel/casino was inputted into the software package. The
ANOVA test was used to analyze whether actual win varies with the
demographics of location and age. The dependent sample T-test was used to
analyze whether differences exist between theoretical win and actual win. Finally,
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linear regression was used to determine whether there is a relationship between
the total complimentary expenses and theoretical win.

Hypothesis Testing
The specific data that was collected from the casino’s player database
was used to test the five hypotheses that were listed in Chapter 1. This section
will list each proposition as stated in Chapter 1, restate it as a null and altem ative
hypothesis, and describe the statistical tool used to test each hypothesis.

Hvpothesis 1: Actual win w ill vary across the different player age groups because
the literature outlined in Chapter 2 suggests that older consumers have more
disposable income and are more willing to spend than the younger generation.
Thus, differences in actual win across the different player age groups are
expected.
Null Hypothesis; Actual win does not vary across the different player age groups
Alternative Hypothesis: Actual win varies across the different player age groups
The ANOVA test was used to test this hypothesis.
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Hypothesis 2 : Actual win will vary across the different players' region of origin in
the United States because the literature in Chapter 2 suggests that consumer
behavior will vary across different regions o f origin.
Null Hypothesis: Actual win does not vary across the different players’ region o f
origin in the United States.
Alternative Hypothesis: Actual win varies across the different players' region of
origin in the United States.
The ANOVA test was used to test this hypothesis.

Hypothesis 3: Actual win will vary across the players' dom estic/international
status and actual win because the literature in Chapter 2 suggests that
consumerism varies across different cultures.
Null Hypothesis: Actual win will not vary across the playeri dom estic/intem ational
status.
Alternative Hypothesis: Actual win will vary across the players'
dom estic/international status
The ANOVA test was used to test this hypothesis.
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Hypothesis 4 : There will be a difference between theoretical win and actual win in
the database.
Null Hypothesis: The mean theoretical win equals the mean actual win
Alternative Hypothesis: The mean theoretical win does not equal the mean actual
win.
The dependent sample T-test was used to test this hypothesis.

Hypothesis 5: There will be a relationship between the total o f the various
promotional/complimentary expenses and theoretical win.
Null Hypothesis: There is no relationship between total com plimentary expenses
and theoretical win.
Alternative Hypothesis: There is a relationship between total com plimentary
expenses and theoretical win.
Linear regression analysis was used to test this hypothesis.

Summary
The research data that was collected and used for this analysis consists of
the entire population of table game players from player segments 1-6 inclusive
(the definitions o f the player segments can be found in Chapter 1) and covers
data recorded over a period o f six months. The results of the hypothesis tests are
contained in Chapter 4. The level of significance fo r the hypothesis testing was
set at 5%.
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CHAPTER 4

RESEARCH RESULTS
This chapter is divided into three sections; 1) General and frequency
analysis 2) Results of Hypothesis Testing and 3) Summary of Hypothesis testing
results. The first section will analyze the frequency statistics of the players and
indicate missing values in the population o f market segments 1 through 6 in the
casino’s database. The second section will analyze the results of hypothesis
testing of this study's research hypotheses. The section will summarize the
results to hypothesis testing.

General and Frequency Analysis
There was a total of 1676 players included in the population o f market
segments 1 through 6 in the casino’s database. In the analysis of age groups,
there were 1638 valid cases. There were 38 missing cases because the players
did not indicate their dates of birth to the casino. In the analysis o f the players'
US region of origin, there were 1106 valid cases. There were 570 cases included
as missing because either they did not indicate their city of origin or they were
international players. In the analysis o f the players' dom estic/international status,
there were 1651 valid cases. There were 25 missing cases because the players

41
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did not indicate their city of origin. These frequency statistics are sum m arized in
the table below (Table 3);

Table 3
Summary o f Frequency Statistics
Player
Age US Region
Segment Group o f Origin
N

Domestic or Intem ational
Visitors

Valid

1676

1638

1106

1651

Missing

0

38

570

25

In the analysis of each individual m arket segments, there were 30 players
in segment 1, 55 players in segm ent 2, 131 players in segment 3, 296 players in
segment 4, 479 players in segm ent 5 and 685 players in segment 6. These
statistics are summarized in the table below (Table 4):
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Table 4
Player Segment Statistics

Segment Frequency

Valid

Percent

Valid Percent

Cumulative Percent

1

30

1.8

1.8

1.8

2

55

3.3

3.3

5.1

3

131

7.8

7.8

12.9

4

296

17.7

17.7

30.5

5

479

28.6

28.6

59.1

6

685

40.9

40.9

100.0

Total

1676

100.0

100.0

It can be clearly seen that the majority of players come from market segment 6,
which comprises o f 40.9% o f the total number of players that were examined in
this study. The num ber o f players in each segment increases as the level of
market segment decreases. This indicates that the top players represent a small
percentage of the total number o f players in the casino. The definition of each of
these segments can be found in Chapter 1.
In the analysis o f age groups, there were 91 players that were in the 21-29
age group, 325 in the 30-39 age group, 556 players in the 40-49 age group, 467
players in the 150-59 age group and 199 players in the 60+ age group. These
statistics are summarized in the table below (Table 5):
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Table 5
Player Age Group Statistics

Age Group

Frequency

Percent

Valid
Percent

Cum ulative
Percent

21-29

91

5.4

5.6

5.6

30-39

325

19.4

19.8

25.4

40-49

556

33.2

33.9

59.3

50-59

467

27.9

28.5

87.9

60+

199

11.9

12.1

100.0

Total

1638

97.7

100.0

Missing

38

2.3

Total

1676

100.0

Valid

It can be seen that the majority of players come from the older age groups with
the age group 40-49 being the largest group and 74.5% of the players are 40
years old and older. 40.6% of the players are 50 years old and older. These
results support Blackwell's propositions (1997) that were outlined in chapter 2,
concerning age and propensity to spend.
In the analysis of the players' region o f origin, there were 634 players from
the Western States region, 129 players from the Midwestern States region, 206
players from the Southern States region and 137 players from the Eastern States
region. These statistics are summarized in the table below (Table 6):
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Table 6
Players’ US Region of Origin

US Region

Frequency Percent

Valid Percent

Cumulative
Percent

Westem States

634

37.8

57.3

57.3

Midwestem States

129

7.7

11.7

69.0

Southern States

206

12.3

18.6

87.6

Eastem States

137

8.2

12.4

100.0

Total

1106

66.0

100.0

Missing

570

34.0

Total

1676

100.0

Valid

It can be seen that the majority o f players are from the W estern States region
with the Southern States region with the second largest number o f players. This
is expected since m ost players are from Califomia or Nevada.
In the analysis of the players' domestic or intem ational status, 1107
players were categorized as domestic and 544 players were intem ational. These
statistics are summarized in the table below (Table 7):
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Table 7
Domestic or Intem ational Visitors

Visitors

Frequency Percent

Valid Percent

Cumulative
Percent

Domestic

1107

66.1

67.1

67.1

Intem ational

544

32.5

32.9

100.0

Total

1651

98.5

100.0

Missing

25

1.5

Total

1676

100.0

Valid

From these results, it can be seen that the m ajority o f players that are
recorded on the database are domestic players.

The average complimentary rate as a percentage o f theoretical win was
calculated fo r each o f the six segments in order to investigate the effectiveness
and consistency o f complimentary policies. The following table (Table 8) shows
these results.
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Table 8
Average Complimentary Rates and Average Total Complimentary
Expenses For Each Segment

Player Segment

Av. Total Comp. Expenses

Av. Comp. Rate

1

$332,950

40%

2

$63,015

23%

3

$35,117

23%

4

$13,167

25%

5

$7,058

27%

6

$2,567

23%

From these results, it can be seen that there is an inconsistency in the casino’s
complimentary policies. Theoretically, the complimentary rate should be in a
hierarchical pattern where it decreases as players move from segment 1 down
through to segment 6. The fact that segment 4 has a high complimentary rate
than segments 2 and 3 and segment 5 has a higher complimentary rate than
segment 4 shows this inconsistency. From the table, it can be seen that
particular attention needs to be paid to segment 1 and segment 5. This is
because the complimentary rate of segment 1 is significantly higher than other
segments and the complimentary rate for segment 5 is significantly inconsistent
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with the complimentary rate structure. The following graphs (Figure 1 and Figure
2) show the frequency distributions of segment 1 and segm ent 5.

Frequency Distribution of Total complimentary Expenses for Segment 1

S
3

Std. Dev = 533554.1
Mean = 332950.1
N = 30.00

O '

0)

total expenses
Figure 1.

Frequency Distribution of Total Complimentary Expenses for

Segment 1

The graph in Figure 1 shows that the majority of players in segment 1
have incurred complimentary expenses of below $250,000. Hence, players
receiving more can be considered outliers and should be observed more closely
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in order to investigate whether they have been receiving complimentary items
that are reflected by their theoretical win.

Frequency Distribution o f Total complimentary Expenses for Segment 5
300

200

100

Std. Dev = 12925.78
Mean = 7057.5

0)
0)

N = 479.00
■

■■ ■

I

total expenses
Figure 2.

Frequency Distribution of Total Com plim entary Expenses for

Segment 5

Figure 2 show s sim ilar result to Figure 1 in that outliers have skewed the
distribution of complimentary expenses. It can be seen that players incurring
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more than $10,000 in complimentary expenses can be considered outliers and
should receive the same attention as mentioned for segment 1.
The gross profit margin for each player segment was also calculated to
exam ine the patterns of profitability across the different segments. The following
table shows the results o f this analysis;

Table 9
Average Gross Profit Margin for Each Market Segment

Player Segment

Av. Gross Profit Margin

Av. Comp. Rate

1

71%

40%

2

35%

23%

3

70%

23%

4

43%

25%

5

55%

27%

6

58%

23%

These results show that profitability can be improved fo r certain market
segments, especially for segment 2. Perhaps an improvement in the accuracy of
player segmentation, player ratings and the reviewing o f complimentary policies
can achieve this goal. This table shows excellent performance from segm ent 1.
Despite having the highest complimentary rate, it's gross profit margin is also the
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highest with 71% (13% higher than the second highest average gross profit
margin figure).
The Average Profit Margin on Theoretical W in was analyzed fo r each
segment in order to observe the effectiveness o f player ratings. The results can
be seen in the following table (Table 10):

Table 10
Average Profit Margin on Theoretical Win For Each Segment

Player Segment Av. Profit Margin on Theoretical Win Av. Gross Profit Margin

1

60%

71%

2

77%

35%

3

77%

70%

4

75%

43%

5

73%

55%

6

77%

58%

From these results, it can be seen that the average profit margin on
theoretical win for each segment is consistent except for segment 1 where it is
significantly lower than the other player segments. This may be attributed to the
casino adjusting and expecting large fluctuations in the player’s win or loss
figures and hence the casino profit figures. However, the included gross profit
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margin in the table shows that every segment has a higher average profit margin
on theoretical win than the average profit margin on actual win (average gross
profit margin), except for segm ent 1. This indicates that the m ajority o f the
players in the casino’s database has been overrated in their theoretical win
figures.
A different approach that was taken to observe theoretical win and
profitability behavior was the analysis o f the differences between average
theoretical win and average actual win for each player segment. Segments that
show large differences between average theoretical win and average actual win
should be flagged and noted. The results of this analysis can be found in the
following table (Table 11):
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Table 11
Analysis o f the Differences Between Average Theoretical Win and Average
Actual Win For Each Segment

Segment

Av. Theoretical Win

Av. Actual Win

Difference
( av. actual av. theoretical)

1

$829,169

$1,132,232

$303,063

2

$277,744

$96,869

$180,875

3

$154,467

$115,727

-$38,740

4

$52,433

$22,964

$29,469

5

$25,886

$15,856

-$10,030

6

$11,179

$6,133

-$5046

From the results, it can be seen that the most notable difference was in player
market segment 1, where the difference between the two figures was $303,063.
This was the only player segment to have a positive difference between mean
actual win and mean theoretical win, confirm ing the validity of the results from the
comparison between average profit m argin on theoretical win and average gross
profit margin. This is a welcomed result for any casino since it shows that the
casino is winning more than it had expected. However, it would still be wise to
analyze the descriptive statistics in order to investigate the player dynamics that
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caused this result. These statistics fo r segment one is outlined in the table below
(Table 12) and the frequency histogram can be found in Figure 3.

Table 12
Frequency Statistics fo r Actual Win in Segment 1

N

Mean

Median

Std. Deviation

Range

Minimum

Maximum

30

1132232

734850

1438973

6288475

-1537400

4751075
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Histogram o f Frequency Distribution o f actual Win fo r Segment 1
10

o

8

•

6

'

2

c

std. Dev = 1438973

(U

Mean = 1132232.5

0)

N = 30.00

Actual win
Figure 3.

Frequency Distribution of Actual W in for Segment 1

The frequency statistics shows that the variance o f actual win for this
segment is very large, as can be seen by the standard deviation figure of
1,438,973. The histogram shows the players that have caused this large variance
in actual win. It shows a player winning approxim ately $1.5 million, a player
losing approximately $5 million, two players losing approxim ately $4 million and a
player losing approxim ately $3.5 million. These players can be considered
outliers since in the graph, their actual win figures distinctively stand out from the
win figures of the main group o f players in this segment. A frequency percentile
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analysis may also be helpful in the process o f exam ining this segment in furthe r
detail. The table below shows the percentiles of actual win (Table 13).

Table 13
Percentiles of Actual Win figures For Segment 1

Percentiles

25

50

75

Actual Win

93125.75

734850.00

1889700

The table shows that 75% of the players have an actual win figure of $1,889,700
or less, meaning that 25% of the players have an actual win figure that is
approximately at $2 million and over. With such a sm all percentage of players
possessing this kind of influence on the casino's winnings, this segment is by far,
the most volatile segment in the database. It is anticipated that this volatility in
actual win figures will influence the hypotheses testing analyses later in this
chapter.
For the casino manager, attention should be paid towards segments th a t
exhibit the largest negative difference between actual win and theoretical win,
namely segment 2. An explanation for this could be that players’ theoretical w in
have been overrated in this segment. Another explanation is that perhaps the
players in this segment were lucky and managed to beat the casino during this
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particular trip. This outcome can also be supported by the results in Table 9
where the player segments 2 had the lowest figure fo r gross profit margin.
An analysis was also conducted on whether there are any significant
relationships between the average length of stay in days and average return on
investment. This is of interest to the casino m anager because it has always been
a common industry belief that the longer the player stays the more the casino
profits.

Table 14
Average Length o f Stay in Days and Average Gross Profit Margin

Segment

Av. Stay in Days

Av. Gross Profit Margin

1

11

71%

2

10

35%

3

11

70%

4

8

43%

5

7

55%

6

4

58%

These results do not show any consistent pattern between the players’
length of stay in days and the average gross profit margin and therefore there
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exists no significant relationship between the two variables. This result is contrary
to the common industry belief that the longer a player stays the more profitable it
will be for the casino and proves that this is not necessarily the case.

Results of Hypothesis Testing
Hypothesis 1 - Actual win will significantly vary across the different players age
groups.
The null hypothesis cannot be rejected at the 95% confidence interval.
The Levine’s Test indicates that Sig.>0.05 (Table 15), and hence this ANOVA
analysis does not violate the assumption o f homogeneity of variances. Actual win
did not significantly vary across the different players' age groups because the
ANOVA’s Sig.>0.05 (Table 16).

Table 15
Test of Homoqeneitv of Variances
Levene Statistic

d fl

df2

Sig.

3.206

4

1633

.012

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

59
Table 16
ANOVA of Players’ Age groups and Actual Win

Sum of Squares

df

Mean Square

F

Sig.

Between Groups

5.25 E + 11

4

1.31 E + 11

1.501

.200

W ithin Groups

1.43 E + 14

1633

8.74 E + 10

Total

1.43 E + 14

1637

Even though no significant variation o f actual win was found in this analysis, it is
useful to examine the descriptive statistics o f actual win fo r this ANOVA. These
results can be found in the following table (Table 17).
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Table 17
Descriptive Statistics of Actual W in for the Different Age Groups

Age Group

N

Mean

Std. Deviation

21-29

91

14778.901

63306.681

30-39

325

47146.871

358301.548

40-49

556

37784.851

234122.290

50-59

467

69688.197

346986.902

60+

199

19772.231

268555.630

Total

1638

45271.705

295896.575

The descriptive statistics of actual win for this analysis shown in the above table
(Table 17) indicates that the age group 50-59 years old has the highest mean
actual win. It also shows the lowest mean actual win coming from age group 2129 and the second lowest from age group 60+. These results are consistent with
Blackwell’s analyses (1997) of the relationship between age and the propensity
to spend. It can be seen that the large standard deviation figures may have
caused the result of the analysis finding no significant variation across the
different player age groups. O utliers were filtered using the Cook’s Distance to
observe any changes in the results but the outcome remained the same.
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Hypothesis 2
The null hypothesis cannot be rejected at the 95% confidence interval.
The Levine’s Test indicates that Sig.>0.05 (Table 18), and hence this ANOVA
analysis does not violate the assumption o f homogeneity o f variances. Actual win
does not significantly vary across the different player regions o f origin because in
the ANOVA analysis, Sig.>0.05 (Table 19).

Table 18
Test of Homoqeneitv of Variances
Levene Statistic

d fl

df2

Sig.

1.906

4

1101

.107

Table 19
ANOVA of Plavers’ US Region o f Origin and Actual Win

Sum of Squares

df

Mean Square

F

Sig.

Between Groups

1.739 E + 11

4

4.348 E + 10

.858

.489

W ithin Groups

5.580 E + 13

1101

5.068 E + 10

Total

5.598 E + 13

1105
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Even though no significant variation o f actual win was found in this analysis, it is
useful to examine the descriptive statistics o f actual win for this ANOVA. These
results can be found in the following table (Table 20).

Table 20
Descriptive Statistics of Actual Win for The Different US Regions o f Origins
US Region o f Origin

N

Mean

Std. Deviation

W estem States

634

27165.276

234168.393

Midwestem States

129

14020.450

88770.509

Southern States

206

37718.767

260403.682

Eastem States

137

37461.248

215201.385

Total

1106

28873.128

225069.312

The descriptive statistics for actual win fo r this analysis in the table above (Table
20) surprisingly shows that the W estem States region did not have the highest
mean actual win figure. The highest mean actual win figure came from the
Southern States region and closely followed by the Eastem States region. From
these results it can be seen that a reason fo r the outcome of this analysis to
show no significant variation o f actual win between the different player’s US
region of origin is the large standard deviation figures. Outliers were filtered using

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

63
the Cook’s Distance to observe any changes in the results but the outcom e
remained the same.

Hypothesis 3
The null hypothesis can be rejected at the 95% confidence interval. The
Levine’s Test indicates that Sig. < 0.05 (Table 21), and hence this ANOVA
analysis violates the assum ption o f homogeneity o f variances. Actual win
significantly varied across the players’ dom estic/intem ational status because
Sig.<0.05 in the ANOVA analysis (Table 22). However, this finding has lim itations
because o f the violation o f the assumption of homogeneity o f variances.

Table 21
Test o f Homoqeneitv of Variances
Levene Statistic

d fl

df2

Sig.

27.816

1

1649

.000
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Table 22
ANOVA o f Players’ Domestic/International Status and Actual Win

Sum o f Squares

df

Mean Square

F

Sig.

Between Groups

8.609 E + 11

1

8.61 E + 11

9.964

.002

Within Groups

1.425 E + 14

1649

8.64 E + 10

Total

1.433 E + 14

1650

Table 23
Descriptive Statistics o f Actual Win for Domestic/International Visitors

N

Mean

Std. Deviation

Domestic

1107

28846.143

224969.332

International

544

77429.055

399145.084

Total

1651

44854.080

294747.901

The descriptive statistics o f actual win for this analysis is illustrated in the table
above (Table 23). It shows that even though there were approximately half as
many international visitors, their mean actual win was nearly three times greater
than the mean actual win for domestic visitors. This result gives rationalizes the
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industry practice of heavy concentration of marketing efforts towards international
visitors and confirms their importance to the casino.

Hypothesis 4
The mean of theoretical win was compared to the mean o f actual win in
order to investigate whether a difference exists between the tw o figures. The
paired sample statistics can be found in Table 19 and the correlation statistics
can be found in Table 20. The dependent sample T-Test (or Paired Sample TTest) was used for this analysis. The null hypothesis can be rejected at the 95%
confidence interval because Sig.<0.05 (Table 26). Therefore, there is a
significant difference between the mean of theoretical win and the mean o f actual
win, with theoretical win being larger.

Table 24
Paired Samples Statistics
Mean

N

Pair 1 Total Theoretical Win 57,408.680 1676
Actual Win

43632.344

1676

Std. Deviation Std. Error Mean
190,311.520

4,648.660

293570.638

7170.932
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Table 25
Paired Samples Correlations

Pair 1

Total Theoretical

N

Correlation

Sig.

1676

.562

.000

Win & Actual Win

Table 26
Paired Samples Test
Paired Samples Test
Paired Differences

Pair
1

total
theoretical
win Actual win

Mean

Std.
Deviation

Std. Error
Mean

df

13776.330

244234.191

5965.811

1675

Sig.
(2-tailed)
.021

Hypothesis 5
For this linear regression analysis, there was a violation o f the assumption
o f normally distributed residuals when the regression was perform ed with the
data unchanged. It was initially suspected that leverage outliers had affected the
data and caused the non-linearity in the residuals. As a consequence, certain

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

67
adjustments had to be made to the dataset. Cook’s distance was used to identify
these outliers. According to Von Eye and Schuster (1998), Cook’s distance is a
measure of the magnitude of the influence that an individual case has on all of
the parameter estimates in regression analysis. Chatterjee, Hadi & Price (2000)
explains that if a point is influential to the regression model then its deletion can
remedy regression model violations. The method of outlier deletion that they
suggest is that rather than using rigid cutoff rule. Cook’s distance should be
examined graphically. When the Cook’s distance values are about the same,
outlier analysis cannot be performed using Cook’s Distance. On the other hand, if
there are data points with their Cook’s distances that stand out from the rest,
these points should be flagged and examined. The graphic plot o f Cook’s
distance can be seen in the following graph (Figure 4):
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Cook’s Distance and Theoretical Win
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Figure 4.

Cook’s Distance and Theoretical Win

It can be seen that points above the Cook’s distance value o f 0.01 appear to be
outliers and therefore were deleted from the dataset for this regression analysis
The following table (Table 27) shows that 37 cases were deleted from this
regression analysis in accordance to the Cook’s distance outlier deletion method
outlined by Chatterjee, Hadi & Price (2000).
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Table 27
Descriptive Statistics For Linear Regression

Mean

Std. Deviation

N

Log e of Theoretical Win

9.712

1.209

1639

Total Expenses

9,226.640

26,009.890

1639

Although the residuals were slightly improved, still, they were clearly not normally
distributed and further action had to be taken in addition to the deletion of
outliers.
According to Von Eye and Schuster (1998), residuals that are not normally
distributed can be remedied by using a method o f data transform ation. According
to them, data transform ation is a widely used and widely discussed tool that can
deal not only with problems o f non-linearity, but also with problems o f unequal
variances, skewness of the distribution o f error terms and non-normality. They
stated that the logarithmic transformation is among the most frequently employed
transform ations. Chatterjee, Hadi & Price (2000) and Fox (1991) also support
using data transform ation methods in order to achieve linearity. Therefore, the
logarithmic transform ation was performed on the theoretical win dataset.
The null hypothesis can be rejected at the 95% confidence level because
Sig.<0.05. The following table (Table 28) shows this result;
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Table 28
ANOVA o f Linear Regression
Table 20 - ANOVA o f Linear Regression ^______________________________ ___
Model

Sum o f Squares

df

Mean Square

Regression

688.567

1

Residual

1708.928

1637

Total

2397.495

1638

F

688.567

659.585

Sig.
.000

a

1.044

Note.
a Predictors: (Constant), total expenses
b Dependent Variable: Log e o f Theoretical Win

The model shows tha t total expenses explain 28.7% o f the variation in Log e o f
theoretical win. This is illustrated in the following table (Table 29):

Table 29
Regression Model Summary **

Model

R

R Square

Adjusted R
Square

Std. Error o f the
Estimate

Durbin-Watson

1

.536 ®

287

.287

1.0217

1.325

Note.
a Predictors: (Constant), total expenses
b Dependent Variable: Log e o f Theoretical Win
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The regression model can be written as follows:
Loge Theoretical win = 0.536 x Total Expenses
The following table (Table 30) displays the coefficient for the model and shows
that total expenses is significant in explaining Loge o f theoretical win.

Table 30
Model Coefficients

Model
1

luonstanu
total expenses

Unstandardized
Coefficients
std. Error
B
.027
9.48^
2.493E-05
.000

Standard!
zed
Coeffiden
ts
Beta
.536

t
354.081

25.682

Sig.
000
.000

Verifying the Validity of The Assumptions o f Linear Regression
Assumption 1 - Linearity
The following two graphs (Figure 5 and Figure 6) show that the distribution
of the residuals is normally distributed and that there is a perfect linear
relationship between Loge of theoretical win and total expenses.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

72
Histogram o f Regression Standardized Residuals
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Figure 5.

Histogram of Regression Standardized Residuals
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Normal P-P Plot o f Regression Standardized Residuals
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Figure 6.

Normal P-P Plot of Regression Standardized Residuals
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Assumption 2 —Dependent Variable Is Normally Distributed
The following graph (Figure 7) shows that the distribution of Loge of
theoretical win approxim ately resembles the normal distribution cun/e. It should
be noted that is it slightly skewed to the right and is not perfectly normal.

Distribution o f the Dependent Variable Loge o f Theoretical Win
200

100

S id. E)ev = 1.21
Mean = 9.71
N = 1638.00

Log e of Theoretical Win

Figure 7.

Distribution o f the Dependent Variable Loge of Theoretical Win

Since this regression model has only one independent variable there is no need
to check for the assumption of non-correlation among independent variables.
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Summary o f Hypothesis Testing

The results o f the hypothesis testing revealed that:
•

Actual win did not vary across the different casino player age groups

•

Actual win did not vary across the different casino players' US region of Origin

•

Actual win varied across the players' dom estic/international status.

•

There was a significant difference between theoretical win and actual win,
where theoretical win was the larger value of the two.

•

There was no linear relationship between theoretical win and the total
complimentary expenses. However, a linear relationship was found between
Loge of theoretical win and the total complimentary expenses.

The following table on the next page (Table 31) gives the results o f the
hypothesis testing in summary format.
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Table 31
Summary of Hypothesis Testing
Hypothesis 1 - Actual win will vary among the different player age groups.
Results - Actual win did not vary across the different player age groups at the
95% confidence level.
Hypothesis 2 - Actual win will vary across the different players' US region of
origin
Results - Actual win did not vary across the different players' US region o f origin
at the 95% confidence level.
Hypothesis 3 - Actual win will vary among the player’s dom estic/international
status and actual win.
Results - Actual win did vary among the players' dom estic/intem ational status at
the 95% confidence level.
Hypothesis 4 - There will be a difference between theoretical win and actual win
in the database.
Results - A significant difference was found between theoretical win and actual
win, with theoretical win being a larger value o f the two.
Hypothesis 5 - There will be a relationship between the total of the various
prom otional/com plim entary expenses and theoretical win.
Results - A linear relationship was found between Loge o f theoretical win and
the total of the various promotional/complimentary expenses, at the 95%
confidence level.
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CHAPTER 5

DISCUSSION AND CONCLUSIONS
This study attempted to analyze m arket segment behaviors in relation to
profitability in large Las Vegas hotel/casinos. Unfortunately the study did not find
any statistically significant variation in actual win across the different player age
groups or across the different players' region o f origin. These findings were
contrary to the expectations that were based upon prior marketing academic
research and literature, which was outlined in Chapter 2. A possible reason for
this is the distorting nature of the actual win figures in the data. There were very
large variances in the actual win figures in the player database, which could have
greatly affected the hypothesis testing procedures and analyses. (This will be
discussed in more depth later in this chapter). There can be a numerous range of
other reasons why no variations can be found for these two different independent
variables and at this stage this cannot be verified and can only be speculated.
Even though no statistically significant relationships resulted in the
analysis o f actual win and player age groups and actual win and player’s US
region o f origin, the descriptive statistical analysis for each o f these ANOVAs
showed some interesting results. The first ANOVA’s descriptive statistics (Table
17) revealed that the age group 50-59 had the highest mean actual win while the
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age group 20-29 had the lowest. It also showed that the age group 60+ exhibited
the second lowest mean actual win confirming Blackwell's demographic analyses
explained in Chapter 2. The second ANOVA's descriptive statistics (Table 20)
revealed a surprising result with the Southern States region exhibiting the largest
mean actual win figure which is contrary to the common belief that W estern
States region produces that highest mean actual win. In fact, the Eastern States
region was also higher in its mean actual win figures, closely behind the
Southern States.
The study did find that actual win varies across the players’
dom estic/intem ational status. This was expected since international players have
a tendency to gamble and spend more than domestic players (Kilby & Fox 1998).
The descriptive statistics for this ANOVA showed that even though the
International visitors were approximately half as many as domestic visitors, they
exhibited a mean actual win figure that is 3 times larger, confirming the reason
for the industry’s heavy focus on international visitors. However, this finding was
imposed with limitations because of the violation o f the assumption of
hom ogeneity of variances, during the ANOVA analysis.
The study found a statistically significant difference between theoretical
win and actual win, with theoretical win being larger than actual win. The mean
theoretical win was $29,977.90 larger than the mean actual win. This means that
players in this casino, on average, have been overrated in their theoretical win
ratings. This discovery was supported by the findings in Tables 10 and 11
showing the Average gross profit margin across the six segments and the

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

79
differences between average theoretical win and actual win, respectively. These
tables show that players’ theoretical win have indeed been overrated, especially
In segment 2 where its average gross profit margin is relatively low compared to
those of the other segments. In a perfectly efficient casino, it is expected that
theoretical win would equal actual win. Therefore, as long as there are any
significant disparities between the two figures, there w ill always be room to
improve on monitoring players, examining com plimentary policies, data entry
procedures and reviewing player-rating methods, in order in achieve maximum
capital efficiency and profitability. Given the influences o f human error,
judgem ents and systems, there will always be a difference between theoretical
win and actual win. The goal of the casino should be to minimize this disparity in
order to achieve its optimum level o f profitability.
A linear relationship was found between theoretical win and the total o f the
various complimentary/promotional expenses. However, this was achieved only
after a natural log transform ation was performed on the dependent variable. The
resulting regression model, shows a perfect log linear relationship that explains
this relationship. The model explains that the issuing o f complimentary items
increase at a much slower rate than a player’s theoretical win, which is logical
since players have to move up to higher theoretical win brackets to receive more
complimentary items.
Another finding of this study was that there were some inconsistencies
with complimentary policies. A possible reason for this is because o f the
adjustments that were made to the casino’s com plimentary expenses to the
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players, during their trips. This instinctive approach to increasing com plim entary
items is to ensure that the casino keeps its players content throughout their stay.
For instance, if a player loses a very large sum o f money, there are a variety of
situations that can occur, which would affect actual win figures. An extension o f
credit past the player’s theoretical win level lim its can cause further losses for the
players. The players may request com pensations such as more room, food and
entertainm ent complimentary item s for his losses in the casino. In m ost o f such
cases the casinos will grant such requests in order to encourage the players to
patronize the establishment again. The player can also request cashbacks or
payouts to compensate them for the ir large losses. Again, like the previous case,
in most cases, the casino will oblige in order to minimize the negative experience
fo r the players that incurred the losses.

Lim itations o f the Study
Perhaps that greatest lim itation o f accurate results from this research can
be attributed to the distortions cause by a large variance in the actual win figures.
This variance can be seen in the follow ing table (Table 32);
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Table 32
Descriptive Statistics of Actual Win

N

Minimum

Maximum

Mean

Std .Deviation

Actual Win

1676

2406311

4359824

27430.770

252890.600

Valid N

1676

Even though player segment 1 accounted fo r most o f the variances in actual win
in the database, it can be seen throughout the results section that variances were
still quite high for each o f the other player segments. In order to test whether the
actual win figures o f segment 1 has any effect on the ANOVA analyses, the
results were filtered as outliers and the analyses were re-tested. Unfortunately,
the outcomes of these analyses did not change, indicating that the variances in
actual win for the other segments were high enough to distort the results.
There are two main reasons for this large variance in actual win. Firstly it
is because of the effects of chance and probability on the casino's earnings. The
casino can never be 100% sure of actual win because o f fluctuations in its
winnings by this probability.
Second and perhaps most importantly, actual win is the casino’s
estimation of the casino’s winnings from each player and is an extremely
subjective method o f valuation. It is impossible and not feasible for the casino to
monitor every single player’s gaming activity and hence this estimation is the
next best method to account for player wins and losses. Theoretical win is also
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an estim ation that is produced by com putations based upon the casino's
perception o f what each player is worth. This also poses a great problem since if
both the theoretical win and actual win are subjective estimations, then the
accuracy o f any analyses performed on the data is questionable.

Comments, Im plications and Suggestions
Perhaps the most glaring discovery o f this research study was the
problems with the casino player ratings and the problems with the accurate
determ ination o f the players’ theoretical win and actual win figures. These
problems can have serious im plications for the profitability of the hotel/casino
since inaccurate determination of each player’s worth to the casino will lead to
inefficient allocation of complimentary/promotional expenses, services and tim e.
Also, inaccurate determination o f the actual win figures for each player w ill lead
to ineffective revenue determination and financial management.
The casino should review their player monitoring system and institute a
more accurate way of rating players. A suggestion would be to equip casino
tables with computer devices with pre-inputted equations and information so that
the casino can achieve a more accurate determination o f the players’ actual win
by tracking the inflows and outflows o f chips and the level of player activity.
Another suggestion is to individually m onitor important players closely via video
cameras to ensure that ratings are accurately formulated. The issue of accurate
player m onitoring in the gaming industry is quite problematic because o f the
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frequent, subjectivity that is involved in the estimations made by casino sta ff and
the labor intensiveness that is involved in accurate player monitoring.
Complimentary policies should also be carefully examined since this study
found an inconsistency in complimentary rates. A method to solve this problem is
to control the large fluctuations in actual win by enforcing stricter and m ore
organized limits on complimentary policies. Casino hosts that have established
good relationships with their clients may have a tendency to push fo r m ore
com plim entary items for their clients, even though the players’ official theoretical
win figures did not increase. The casino should review their com plimentary
policies so that they are more reflective o f the player’s value to the casino. The
casino can m onitor the pattems o f the issuing complimentary items by observing
the descriptive statistics of complimentary expenses for each segment. If outliers
are the reason for the overall average complimentary rate to be inconsistent,
then the problem can be solved by flagging these outliers and then observing
w hether the players deserve the level o f complimentary items that they are
receiving. If the total complimentary expense distribution is fairly spread out, then
the complimentary policy for the whole segm ent needs to be reconsidered.
If the fluctuations in actual win can be reduced, perhaps there could be
more meaningful results from analyzing relationships between dem ographics and
profitability. Until then however, large variances in actual win within each m arket
segm ent will always distort the data, making it rather difficult and challenging for
the researcher to find any meaningful results.
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Directions for Future Research
Since this study was conducted with the restriction o f having only one
database and with only the top six segments, perhaps it may be useful for further
research to be conducted on more than one hotel/casino’s database and to gain
more access to information. A comparison of statistical analyses o f multiple
databases from a few hotel/casinos can potentially very valuable to the scarce
academic literature in this area. Also the incorporation o f slot play data in the
database analysis will make interesting research for comparisons between table
games and slots play activity and profitability. It would also be o f interest to
obtain databases that covers a much longer period o f tim e (several years) in
order to investigate the results in comparison with databases covering shorter
time frames. There needs to be more research into how the casino can improve
its player rating system and complimentary policies in order to achieve more
effectiveness and efficiency. It will also be useful to find a method to remedy the
problem o f the distortions caused by large variances in actual win in order to
successfully find meaningful results in studies in the relationships between player
demographics, psychographics and casino profitability.
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